AGENDA

Task Force on Employee Wellness and Consolidation of Agency Group

Insurance

Tuesday, October 25, 2011
8:00 to 9:30 a.m.
Department of Health and Human Services’ TAN (1 Floor)
Conference Room
401 Hungerford Drive, Rockville

call-in phone number is 240-773-8122 and the pass-code is 777933

8:00

3:10

8:30

9:30

Welcome from Bill Mooney, Task Force Chair
Public/Visitor Comments
Approval of Minutes

Presentation/Discussion with representatives from Kaiser Permanente
— The Consolidation Committee asked for a discussion with Kaiser as
they are not part of the self-insured plans. Kaiser will address issues
including how Kaiser integrates wellness and disease management
into its staff-model HMO; the types of wellness/disease management
programs Kaiser offers to its own employees and whether these same
programs are available to other Kaiser members; whether Kaiser has
local capacity to serve a substantial number of new members; and
how Kaiser sets its rates for county agencies/large agency contracts
(as prices are slightly different for the county agencies.)

Adjourn as Full Task Force and break-out into committees —
Consolidation of Agency Group Insurance (Paul Heylman, Chair; this
committee will stay in the Tan Conference Room) and Employee
Wellness (Farzaneh Riar, Chair; this committee will move to the
Green Conference Room). Representatives from Kaiser have been
asked to join the Wellness Committee for any follow-up questions on
Kaiser Wellness Programs. Members of the Consolidation Committee
are welcome to join the Wellness Committee if they have further
questions.

Adjourn
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*THE KAISER PERMANENTE ADVANTAGE

&% KAISER PERMANENTE.



Want to Save $27.4 Million Dollars
in Health Care Costs with no
Reduction in Benefits?

&% KAISER PERMANENTE.



www.montgomeryschoolsmd.org

Montgomery County Public Schools i

ROCKVILLE, MARYLAND

&

L WasHINGTON 3}
AN SUBURBAN

SANITARY:
COMMISSION

Montgomery College

Based on estimated incumbent

renewal action (includes EPO
Scenario I: Each agency is rated on an individual experience basis, coverage)
Yr 2 cap of 10%, Yr 3 cap of 14%

Scenario V: KP offered as Exclusive HMO to all agencies, .
Yr 2 cap of 8%, Yr 3 cap of 16% &% KAISER PERMANENTE.



VIORIGOMENACOURBARMBUCISCABOISEN ... jionizomer Coury Public Schools

2011 Renewal Cost Drivers
BAFO 6% Scenario | OR -2.04% Scenario V

 Decreased Enrollment yields worsening demographics
* Medical cost pmpm increased 8.6% from 2008 to 2009
* Increase in Inpatient and Outpatient cost

* Maternity and MHSA are key drivers

* Higher prevalence of depression, CAD, and asthma

* Scenario | offers 10% & 14% Renewal Caps for 2012 &
2013

* Scenario V offers 8% & 16% Renewal Caps for 2012 & 2013

&% KAISER PERMANENTE.



Montgomery County Government MON'[GOMERY

untymd.gov

2011 Renewal Cost Drivers
BAFO 9.9% Scenario | OR 1.45% Scenario V

* Increased enrollment w/ age > 60 erodes demographics
* Medical cost pmpm increased 13.6% from 2008 to 2009
* 5 High cost claimants > $125,000

* Increase in Inpatient and Outpatient costs

» High prevalence of diabetes, depression and asthma

» Scenario | offers 10% & 14% Renewal Caps for 2012 &
2013

* Scenario V offers 8% & 16% Renewal Caps for 2012 & 2013

&% KAISER PERMANENTE.



Montgomery College

2011 Renewal Cost Drivers
BAFO 0.3% Scenario |l OR -7.67% Scenario V

* Medical costs decreased 2.4% from 2008 to 2009
* One High Cost Claimant exceeded $125K Pooling point
» Growth yields favorable demographic change of 0.3%

* Favorable Risk score compared Kaiser Permanente
average

* Scenario | offers 10% & 14% Renewal Caps for 2012 &
2013

» Scenario V offers 8% & 16% Renewal Caps for 2012 &
2013

&% KAISER PERMANENTE.



WSSC

2011 Renewal Cost Drivers
BAFO 0.3% Scenario |l OR -7.67% Scenario V

* Medical costs increased 9.0% from 2008 to 2009

* Four claimants > $75K pooling point, 20.5% of claims

» Favorable demographic change of 2.2%

* Risk score slightly higher than Kaiser Permanente average
Scenario | offers 10% & 14% Renewal Caps for 2012 & 2013
Scenario V offers 8% & 16% Renewal Caps for 2012 & 2013

&% KAISER PERMANENTE.



: : = The Maryland-National Capita
The Ma ryl and-National Ca P tal = Darkand Planning Commission

Parks and Planning Commission

*$1.7 Million
Annual Savings
as
Exclusive HMO Offering

Scenario V
offers
8% & 16% Renewal Caps
for 2012 & 2013

* Based on estimated incumbent renewal action

If not exclusive HMO for Scenario | rates will be increased by 5%
&% KAISER PERMANENTE.



Follow-up Information from Kaiser Permanent to Task Force—
Questionsg/I nfor mation Requests forwarded by Linda McMillan based on
October 25, 2011 Task For ce Discussion.

Responses from: Dawn Audia, Executive Director of Account Management for the
Kaiser Foundation

1. Please provide information on access to mental health servicesin terms of how
quickly an appointment can be made with different levels of mental health professionals.
This question came after the part of the presentation that discussed access to specialists
and how appointments can be made while the patient is in the office with the primary
care physician.

Response - Kaiser Permanente (KP) has a goal to provide non urgent
appointments within 2 weeks and urgent appointments within one day. This
spans all provider types (Psychiatrist MDs, Therapists, etc.). Patients are
allowed to self-refer to mental health. They are triaged to find the right type of
care provider for them. Currently, our overall results are relatively dependent on
the speed at which non-KP providers can offer visits (we externalize roughly 1/3
of care at present). Please note that Kaiser is in the process of expanding our
behavioral health capacity. We are accelerating plans to hire >30 FTEs in
behavioral health region wide so that we can bring most of the care inside and
take our own responsibility for ensuring we completely meet our access targets
(and offer the best care).

2. What isthe cost share (employee/employer premium split) for Kaiser employees?
(Information for the mid-Atlantic region that would be fine.)

Response - Kaiser Permanente funds benefit costs for our own employees with
Flex Credits. Flex Credits are calculated based on a Flat $ plus a % of salary. If
the benefits chosen cost more than the flex credits, the employee will pay the
difference through pre-tax or after-tax payroll deductions (depending on the
benefit selected). If the benefits cost less than the credits, the employee will
receive those credits in their paycheck as taxable income.

3. | need to clarify the response to the question, “What percent of Kaiser employees are
represented?’ The response was 90% - was this 90% of those in eligible job classes
(which would mean an employee could chose or not chose to be in the union) or 90% of
non-doctors.

Response - Kaiser Permanente currently has 80% of our 164,000 (or roughly
131,000) non-physician and non-executive employees in a union.

4. Do you have data on client retention for the mid-Atlantic region?

Response - Our client retention in the Mid-Atlantic region is very good. For
2011, in our large group segment Kaiser only lost two customers. One was due



to a consolidation - the group was purchased by a national organization, and the
other loss was due to political issues (a new, competing organization was added
to the region). Year-to-date for Kaiser for all of our segments (small group, mid-
market, large group, federal government and national accounts), we are at a 92%
group retention, but a 98% member retention (we are growing in the groups we
are retaining). In 2010 and 2011, our region has seen significant overall growth
in Kaiser members and we anticipate this trend to continue based on our high
guality, customer satisfaction scores and the opening of our new Medical
Centers.

5. Do you have demographic information on age and gender for Kaiser membersin
county agencies (broken out by agency) so that it can be compared to the entire pool of
agency employees?

Response - Demographic information by agency is attached.

6. Areyou ableto provide any more detail on your proposal to Montgomery County that
would have resulted in $27 million in savings if the County agencies only used Kaiser as
their HMO? Did the savings come from areduction in the premium you would charge
from serving alarger population or from the difference in the cost between United
Healthcare/CareFirst/ CIGNA HMOs + Caremark compared to the Kaiser premium that
will be charged in 20127

Response - The $27.4 million in savings assumed that Kaiser Permanente would
still sit along side CareFirst and UHC, however, Kaiser would be the only HMO
offering. The savings came from a reduction in administrative expenses due to
economies of scale on the additional members, but more importantly, it came
from an overall reduction in estimated claims costs based on our ability to control
costs. | have attached the high level information we presented during the finalist
presentation from the RFP in June of 2010. The assumptions that were made
for the calculation were shared with AON at the time. We would be happy to
provide an updated projection for you based on current information, but we
anticipate very similar, if not greater savings.

We again, appreciate the opportunity to speak with the Task Force and welcome
the opportunity to answer any additional questions or provide a tour of our
Capitol Hill Medical Center.



Approved November 8, 2011

Minutes
Task Force on Employee Wellness and Consolidation of Agency Group Insurance

Tuesday, October 25, 2011
DHHS 401 Hungerford Road - Tan Conference Room

The meeting was called to order by Chair Bill Mooney at 8:05 a.m.
Approval of Minutes

Minutes from the October 11, 2011 and October 18, 2011 were approved without
objection.

Request for Comments from Visitors
There were no visitor comments at this time.
Presentation — Kaiser Permanente

Ms. Dawn Audia, Executive Director of Account Management for the Kaiser
Foundation Health Plan of the Mid Atlantic States, Dr. Jaewon Ryu, Associate Medical
Director, and Patricia Nicholson, National Coordinator for the Coalition of Kaiser
Permanente Unions, provided a presentation to the Task Force about the staff-model
HMO used by Kaiser. A handout of the presentation slides was provided to the Task
Force.

With regards to wellness and disease management and what is offered to Kaiser
employees and clients, Ms. Audia said that Kaiser does not offer anything different to its
employees than it offers to its members. However, Kaiser might pilot some programs
first with employees. Wellness and disease management is at the core of Kaiser's
operations because everything is integrated. Because doctors are salaried they have
an incentive to take care of prevention.

Kaiser is the second largest purchaser of pharmaceuticals after the Federal
government. Kaiser passes back its lower cost of pharmacy right away in its rates not
through rebates. Kaiser has the highest rate of generic use in the country.

Ms. Audia said that in the typical fee-for-service world the patient has to
coordinate their own care because specialists and pharmacists may not know what
other providers are doing. Kaiser has member-centered care with one medical record.
Everyone in the medical center uses the exact same medical record



Dr. Ryu said that while more practitioners are using electronic medical records,
many are on different platforms and cannot share information. At Kaiser, records for
everything are put into one medical record.

Dr. Ryu described patient in-reach and outreach. When Kaiser is with the patient
doctors can remind the patient that they are due for a mammogram or due for a
colorectal screening. Not many systems are able to do this because they are not able
to pull from all records. Outreach is a different. The patient is not in front of the doctor
but the system can identify for the doctor patients who are in need of screenings and
clinic assistants follow-up. Dr. Ryu explained the medical record screens that are
available to doctors to show what tests have been done and how the doctor has
complied with standards for patients completing required tests. There are incentive
payments associated with doctors meeting targets for compliance for preventive care.

The electronic records system also provides up-to-date alerts and best practices
that are integrated into the medical record system. Dr. Ryu noted that the medical field
doubles in knowledge every seven years and it would be almost impossible for any one
doctor to keep up with the new information.

The Kaiser medical record and the scheduling software are integrated so that
appointments for specialists can be made when the patient is with their primary doctor.
It recycles cancelled appoints so they can be used for patients who come in and need to
see a specialist on the same day.

Kaiser has pharmacies at each of its clinics. Studies show that patients fill their
prescriptions only 80% of the time and if antibiotics are removed, the rate drops to 70%
to 75%. At Kaiser the rate is 95% and the reason is that the pharmacy is located in the
same building and the convenience makes the difference. This was especially true for
drug prescribed for things with no symptoms, such as chronic conditions like diabetes.

Patients can access their records and review results from lab tests or physicals.
Patients can contact doctors by e-mail. This can save people time and the cost (co-
pay) of an office visit. This is the power of having salaried physicians; doctors don’t
have to see a patient to bill.

There are on-line classes and support groups such as smoking cessation and
weight loss.

Dr. Ryu discussed the studies showing the best practice treatment of prescribing
aspirin, blood pressure medication, and cholesterol medication to prevent heart attack
and stroke. The studies show that it costs $10,113 to treat 57 people with these
medications, but this would prevent one heart attack that costs $33,740; a return on
investment of 333%. It was clarified later that this protocol was for people with diabetes,
not just people older than 55. '

With regard to capacity, the Mid-Atlantic region is in the process of building and
expanding medical hubs that can include radiology, urgent care, lab work, and
pharmacy. Kaiser has also hired almost 300 physicians since 2009. Kaiser is
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completing a new facility in Gaithersburg. Kaiser envisions no problems with absorbing
a larger membership. Most people can see a doctor on the first call and the time for
seeing a specialist has improved.

A question was asked about the time it takes to see a mental health specialist.
Dr. Ryu said he would provide follow-up information.

Ms Nicholson addressed the question, what is the labor-management
partnership? Kaiser is the nation’s only unionized health plan. In 1997 Kaiser launched
a labor partnership through a national agreement that is founded on a shared
commitment for service, quality, and affordability and is focused on the patient. Itis
implemented through local unit-based teams. It is very empowering for nurses and
front-line staff. Kaiser wants to be the choice place to work for healthcare workers.
Frontline staff has an equal investment in the success of the organization. Kaiser has
educational programs to allow people who come in to move up; for example, someone
who started as a receptionist might become a nurse.

The Task Force was given a link to a Harvard Business Review article about the
first five years of the partnership.

Ms. Audia addressed the issue of how the county agencies are rated for
premiums. Right now all the agencies are rated separately.

A question was asked about what percent of dollars are spent what percent of
members. Dr. Ryu responded that he didn’t have the hard dollars expected that Kaiser
is similar to the 80%/20% that is seen nationwide. He said there are cases were
expensive care is needed such as a baby who needs care in a NICU and this is
expensive, but appropriate and needed care. He said it is important to note that Kaiser
focuses on getting good prenatal care to prevent this. Another example of the focus on
prevention is that Kaiser doesn’t employ a surgeon for coronary artery bypass surgery.
Kaiser has patients who need this and it is provided, but Kaiser views this as a failure as
doctors should be working to prevent this condition. If someone did need this surgery,
Kaiser has contracts in place to provide it. A follow-up question was asked about
whether a patient has a say in what doctor they could use. Dr. Ryu said that if there is
not a doctor on staff, then a doctor or hospital that is in the contracted network is used.

A question was asked about what percentage of people in large agencies decide
to use Kaiser. Ms. Audia responded probably about 25%, but at one school system in
Alexandria Kaiser has 65%. Some of this depends on location and employee
contribution.

It was noted by some members of the Task Force that choice is very important to
many employees. When Kaiser determines that it has to outsource a procedure what is
the process that is used for selecting the provider? Dr. Ryu said that first Kaiser uses it
employee doctors, then Kaiser uses contract doctors, and then Kaiser uses non-
participating doctors. Using non-participating doctors would be very rare and in that
case the patient would have a say is who is used.
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What happens if a patient wants to use a protocol that is not the Kaiser approved
protocol? Also, what happens for chronic care? Dr. Ryu said one of the advantages of
having almost 9 million members is that Kaiser has a lot of data and evaluation. One of
the things Kaiser is able to do is determine what is evidenced based. Dr. Ru noted that
the concern about VIOXX first came to light through Kaiser and the FDA asked for
Kaiser's data. Kaiser has a lot of evidence about radiation oncology that shows better
outcomes. With regards to the ability for patients to participate in experimental
treatment, Dr. Ryu said if it is an active medical trial it would be covered but, if not, then
it would not be covered. This is typical of most health insurance. With regards to
chronic care, Kaiser does have nursing and hospice care.

A question was asked about Kaiser's employee cost share for health insurance
for its own employees. Ms. Audia said she would get the information. '

In response to a question about why more people don't select Kaiser, Ms. Audia
noted that in the past there was concern about access and the availability of doctors.
Now the Mid-Atlantic region has merged with Northern California region and has greatly
expanded.

A question was asked about why the State of Maryland does not have Kaiser as
an option, given that the Maryland Health Care Commission gives Kaiser high ratings.
Ms. Audia noted that Maryland was looking at a self-funded option that Kaiser could not
provide. Since that time Kaiser has been working with Maryland to try to become an
option again.

A follow-up question was asked about why Kaiser would spend 80% on 20% of
members, same as the national average, when Kaiser has so much disease
management and wellness. Dr. Ryu said it probably it is close to 75% spent on 25% but
there are uneven costs, for example there are a lot of costs for end of life care.

A question was asked about what percent of Kaiser employees are represented
by a bargaining agreement. Ms Nicholson said probably 90%, but she would provide
some follow-up.

A question was asked about whether Kaiser has a defined benefit retirement plan
for all its employees. The response was yes it does after a certain waiting period.

A question was asked about whether the primary care physician acts as a gate
keeper in Kaiser; you can't getto a specialist without seeing and being referred by a
primary care physician. Dr. Ryu said there is open access to some specialists like
optometrists or gynecologists and Kaiser is moving more to open access because
patients who really want to see a specialist aren’t going to be convinced that they don't
need to see one. The primary care doctor can also phone consult with the patient and
then book the specialist.

A question was asked whether there are monetary incentives for employees to
participate in wellness programs. Ms. Nicholson said there is a labor-management
wellness committee that determines incentives and the regional team puts together

4



rewards for results that have specific metrics that are in both management and labor
interest. The reward for results is determined ahead of time. Kaiser also has a very
robust healthy worker group around “zero trends” from the University of Michigan.

Mr. Renne noted that all three County Government unions have had health
improvement committees in their agreements but have struggled to get the County
Government to engage and invest in doing what needs to be done.

It was emphasized that in the past the reality was that people couldn’t get to see
a specialist and this was a concern to people. Dr. Ryu responded there is much more
capacity now and there are phone consults that have taken away barriers to making
appointments. Task Force members noted this is an ongoing perception.

Questions were asked about the kind of retention data Kaiser has and what
Kaiser does if it is not retained. Ms. Audia said Kaiser has some of the highest retention
rates in the industry. The biggest reason Kaiser sees for change is when there is a
change to a self insured plan. :

Mr. Girling said that he has taken a back-stage tour of the Capitol Hill facility and
it is very impressive. He asked if the Task Force could take a tour. Ms. Audia said they
could arrange a tour.

A question was asked about plan price compared to other plan prices and risk
selection. Ms. Audia said that once the cost of prescription drugs is added to the cost of
other medical plans, Kaiser tends to have lower rates. If Kaiser were the only HMO for
all the county agencies but the county kept its POS/PPO plans, Kaiser estimated that
the county would save $27 million a year. Kaiser is staffing-up for 250,000 member
growth over the next 15 years. As hubs come up, Kaiser will be over-staffed for a
period of time. It was clarified that the $27 million was an annual savings.

A question was asked about whether there is information on how to adjust for risk
factors, age, and gender so the county can really compare whether Kaiser is cheaper or
whether there is a selection issue. Ms. Audia said that what Kaiser has found in other
large groups is that a lot of members never leave so Kaiser actually has a lot of older
members.

The Task Force adjourned at 9:30 a.m. The Task Force did not meet in
committees as expected on the original agenda.

Attendees:

Task Force Members:

Sue DeGraba Montgomery County Public Schools (MCPS)
Joan Fidler Public Member

Erick Genser IAFF Local 1664

Denise Gill FOP Lodge 35

Wes Girling Montgomery County Government
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Lee Goldberg
Paul Heylman
Tom lIsrael
Rick Johnstone
Jan Lahr-Prock

Public Member
Public Member
MCEA

MCPS
M-NCPPC

Mark Lutes Public Member
Tom McNutt Public Member
Brian McTigue Public Member
Edye Miller MCAAP
William Mooney Public Member
Richard Penn AAUP

Gino Renne MCGEO Local 1994
Farzaneh Riar Public Member
David Rodich SEIU Local 500
Carole Silberhorn WSSC

Arthur Spengler Public Member

Lynda von Bargen
Michael Young

Montgomery College
FOP Lodge 30

Alternates:
Karen Bass (for Lynda von Bargen)
Paul Brown (for Jan Lahr-Prock)

Montgomery College
M-NCPPC

Guests:

Stan Damas, MCPS, Department of Association Relations
Councilmember George Leventhal

Carolyn McCalvin, Beltway Benefits

Lori O'Brien, Office of Management and Budget (County Government)
Patty Vitale, Chief of Staff to Councilmember Leventhal

Staff:

Craig Howard, Office of Legislative Oversight
Kristen Latham, Office of Legislative Oversight
Linda McMillan, Council Staff

Aron Trombka, Office of Legislative Oversight



